This paper reviews the accounting and management literatures relating to intellectual capital. It identifies and discusses the major milestones in the intellectual capital (IC) reporting movement and significant contributions promoting external reporting of IC. It was identified that with a view to enabling organisations provide a clear understanding of firm value creation several national and supranational institutions have produced guidelines and frameworks for externally reporting IC. In many cases regulators, the accounting profession and accounting scholars have driven these initiatives. Although IC reporting has been identified as an important aspect of reporting not only in large corporates but also in small and medium enterprises and in the not-for-profit sector the existing guidelines for reporting of IC have not been embraced by organisations. Possible future directions for IC reporting are proposed.
Introduction
The importance of intellectual capital (IC) information for security valuation is well-understood (Johanson, Koga, Skoog & Henningsson, 2006) . However, little or no action was taken to encourage and guide the inclusion of such information in business reporting until the early 1990's. It had largely been left to the discretion of firms. This paper discusses the major milestones in the IC reporting movement and significant contributions promoting external reporting of IC. It does not however concern the developments that have taken place in the space of IC measurement and management for internal decision making purposes. The discussion to follow is organised by the type of entity that has been the focus of the various IC reporting initiatives.
IC Reporting in the Profit Sector
One of the earliest proposals to incorporate non-financial information within the annual report was put forward by the Kondrad Group (Sveiby, 1989 )-a group of accounting practitioners from Sweden. They argued that the existing annual report does not provide information required by shareholders of know-how companies (e.g., consultancy firms, advertising agencies, law practices) which derive value from the IC of their personnel. In order to improve the relevance of the annual report to shareholders Kondrad Group proposed a framework for the disclosure of indicators on companies' know-how capital, which is the concept later manifested as IC. The recommendations of the Kondrad Group were published in a report entitled 'Den nyaÅrsredovisningen' (translated as 'The New Annual Report') and a book, edited by Karl-Eric Sveiby entitled 'Den OsynligaBalansräkningen', (translated as 'The Invisible Balance Sheet'). The framework for reporting know-how capital was further developed into a multidimensional framework by Sveiby (1997) . This new framework was labeled "Intangible Asset Monitor'. These work inspired several Scandinavian companies to measure and report at least some of their intangibles (Sveiby, 2001) . The work carried out by the Kondrad Group and Sveiby has also underpinned the recommendations issued by the Swedish Council of Service Industries in 1993 on reporting human capital, and has been influential in the development of the tripartite categorisation scheme of IC, where IC is categorised into human, structural and relational capital.
The work carried out by practitioners such as Thomas Stewart, who published a series of articles in the Fortune magazine in the early to mid-1990 mid- 's (e.g., Stewart, 1991 1995a; 1995b; Stewart & Brown, 1996; Stewart & Kaufman, 1995) and Leif Edvinsson and colleagues (e.g., Edvinsson, 1997; Edvinsson & Malone, 1997a; Edvinsson & Malone, 1997b; Edvinsson and Sullivan, 1996; Roos, Roos, Dragonetti & Edvinsson, 1997) towards the latter part of the 1990's strengthened the case for IC measurement and reporting from a practitioner standpoint. This work not only highlighted how important IC measurement and reporting is for an economy, which was increasingly being recognised as knowledge intensive, but also further developed and clarified the concept of IC, its various subcategories/elements and interrelationships (see, Edvinsson, 1997; Edvinsson & Malone, 1997b) . Especially, Edvinsson was instrumental in promoting the preparation of IC statements to be included as a supplement to financial reports (both annual and interim). The first IC statement was published in 1995 by Skandia AFS, an insurance and financial services company in Sweden, in which Edvinsson was the Director of Intellectual Capital (Edvinsson, 1997 ). Skandia's efforts in making their IC visible have been widely published (e.g., Bartlett & Mahmood, 1996; Edvinsson, 1997; Grafström & Edvinsson, 2001; Mouritsen, Larsen & Bukh, 2001; Skandia, 1994; Stewart, 1994 ). Skandia's IC Navigator model and Sveiby's Intangible Assets Monitor, among other things, have been instrumental in the development of new and advanced IC measurement and reporting frameworks, mostly for the purposes of internal management, by others (e.g., IC-Index, IC Rating®).
Another important initiative that provided impetus to the rise of the IC reporting movement is the study commissioned by the American Institute of Certified Public Accountants (AICPA) in 1991. AICPA formed a special committee on financial reporting under the chairmanship of Edmund L. Jenkins (hereafter Jenkins committee) to "determine the information needs of users to identify the types of information most useful in predicting earnings and cash flows for the purpose of valuing equity securities and assessing the prospect of repayment of debt securities or loans" (American Institute of Certified Public Accountants [AICPA], 1994, Chapter 1). Jenkins Committee commissioned research into the information needs of sell-side and buy-side analysts and creditors and made recommendations on types of non-financial information that companies should provide in external reports.
In 1999, the Financial Accounting Standards Board in the US commissioned a study aimed at enhancing voluntary corporate disclosure (Financial Accounting Standards Board [FASB] , 2001) as a follow-on to the work of the Jenkins Committee. The steering committee appointed by the FASB researched the existing voluntary disclosure practices of leading companies in eight industries, investigating their annual and quarterly reports, SEC filings, press releases, fact books, corporate websites and transcripts of presentations to shareholders, analysts and potential investors. Examples extracted from these voluntary disclosure practices in the sample firms were presented as evidence for other companies to improve their corporate reporting. The main focus of this FASB steering committee was to enable companies identify information that would be useful to investors and decide whether disclosure of such information would be appropriate. Soon after this project was concluded work on another study was initiated by FASB under the leadership of Wayne S. Upton, Jr., a FASB Senior Project Manager. The objective of this second FASB project was to examine the recommendations developed by other firms in the USA and other countries with regard to voluntary disclosure of non-financial information (Upton, 2001) . Insights from this project were expected to provide a foundation for potential projects to be added to FASB's agenda. Upton's (2001) report concluded by calling attention from standards setters on: recognition of internally generated intangible assets in financial statements and improved measures of those assets; greater and systematic use of non-financial performance metrics; and greater use of forward-looking information.
The Organisation for Economic Corporation and Development (OECD) also took an interest in promoting accounting for IC in the mid 1990's. A number of conferences were held with the auspice of OECD most notable being the International Symposium for Measuring and Reporting Intellectual Capital: Experience, Issues, and Prospects held in Amsterdam in 1999. This symposium saw some seminal work in the fields of IC measurement and reporting being presented, and it promoted the development of voluntary guidelines for measuring, reporting and managing intangibles. Johanson et al. (2006) note that OECD even had an agenda to propose global voluntary guidelines for the external reporting of IC.
In 1995 the Danish Trade and Industry Development Council (1997) commenced work on analysing and synthesising IC accounting practices of selected Scandinavian companies which prepared IC accounts. The purpose of this work was to establish why and how companies actually prepared intellectual capital accounts. A memorandum was published presenting the findings of this study with examples of how the selected companies reported and accounted for their IC. With this knowledge in hand in 1998 the Danish Agency for Trade and Industry (DATI) commissioned a project to develop guidelines for preparing IC statements. In 2000, DATI published this work in a report entitled 'A Guideline for Intellectual Capital Statements-A Key to Knowledge Management' providing recommendations on the process of preparing an IC statement and the presentation of it for external publication. These guidelines were based on the experience of 17 companies in preparing IC statements and provided a practical perspective to the preparation of IC statements (Danish Agency for Trade Although publication of an IC report is not mandatory for companies in Denmark, the Danish government had made it a requirement that companies disclose in their management report (published as part of the annual report) information on their IC, if considered relevant (European Commission, 2006) . A similar requirement exists in the German Accounting Standard (GAS) 12 issued by the German Accounting standards committee. GAS 12 which is based on International Accounting Standard (IAS) 38 on intangible assets includes a recommendation to prepare a report about IC within the management report. GAS 12 goes as far as listing different types of IC (e.g., human capital, customer capital, supplier capital, investor capital, process capital, location capital and innovation capital) and encouraging disclosure of quantitative measures on them in the management report.
Around the same time as the Danish Agency for Trade and Industry (DATI) commissioned its project on preparing IC reporting guidelines the European Union too embarked on a similar project. It convened the Measuring Intangibles to Understand and Improve Innovation Management (MERITUM) project in 1998 with the participation of Denmark, Finland, France, Norway, Spain and Sweden to develop a set of guidelines to measure, manage and disclose information on intangibles (MERITUM, 2002) . The guidelines were published in 2001. The MERITUM project contributed immensely to the development and promotion of IC measurement, management and reporting practices within companies not only in Europe but also in other parts of the world. In addition, it influenced regulators in numerous other countries to seriously consider the need to encourage IC measurement and reporting among firms in those countries. Also, IC literature has benefited from the contributions that are direct or indirect offshoots of this project (e.g., Bukh & Johanson, 2003; Canibano, García-Ayuso, Sanchez & Olea, 1999; Catasus & Grojer, 2003; Eronen & Ahonen, 1999; Johanson, Eklöv, Holmgren & Mårtensson, 1999; Johanson, Martensson & Skoog, 1999; Johanson, Mårtensson & Skoog, 2001) . Researchers who were involved in the MERITUM project are still active in IC related research.
In light of the success of MERITUM, a follow-on project was initiated in September 2001 by the European Union named E*Know-Net (Bjurström, Catasus & Johanson, 2003) . The aim of this project was to exploit, enhance and communicate the results of the MERITUM project and create a European research and communication arena on intangibles. E*Know-Net was specifically concerned with widely disseminating the knowledge that resulted from MERITUM and collaborate to further improve IC measurement and reporting practices (Bukh & Johanson, 2003, p. 580 ). E*Know-Net acted as a virtual network on intangibles, facilitating individuals and institutions throughout the world to exchange new knowledge emanating from research or practice (García-Ayuso, 2003) .
Another European initiative on IC reporting was the 'The Intellectus Model' (in Spanish, Modelo Intellectus) developed by academics and practitioners in Spain based on the Intellect One model introduced by Euroforum (1998). The specialty of this model is that it provides a framework for a detailed break-down of IC into measureable components. (JMETI, 2004) . This Guideline attempts to facilitate a fair valuation in the capital market of companies practicing 'intellectual property-backed management' by suggesting items of information that may be disclosed to the public in relation to a company's strategic acquisition, management and exploitation of intellectual property.
In October 2005 JMETI issued another document entitled Guidelines for Disclosure of Intellectual Assets Based
Management. The aim of this Guideline is to assist companies in preparing Intellectual Assets Based Management Reports, and it provides guidance on information disclosure concerning management of intellectual assets. The disclosures suggested by this guideline extend beyond intellectual property, which was the scope of GIPID, and includes all sources of a firms' corporate value that are not represented by financial capital (JMETI, 2005) . The approach to the preparation of Intellectual Assets Based Management reports stipulated in this guideline has been influenced by projects undertaken in the West such as the MERITUM (Johanson, Koga, Almqvist & Skoog, 2009) . This framework was intended to provide a structure for the presentation of non-financial information so that external reporting is closely aligned with internal reporting (Anderson, Herring and Pawlicki, 2005) . Towards this end the EBRC issued the Enhanced Business Reporting Framework in November 2006 which recommended information to be presented on four key areas -business landscape, strategy, resources and processes, and performance. It recommended that information on IC categorised into relational, human and structural capital to be presented alongside monetary and physical capital under the resources and processes category (EBRC, 2006 
Another important contribution toward enhancing corporate IC disclosure practice is the Principles for Effective Communication of Intellectual Capital issued by the European Federation of Financial Analysts Societies (EFFAS)-Commission on Intellectual Capital in 2008. EFFAS established the Commission on Intellectual
Capital in 2006 in order to encourage the disclosure of IC information by companies and the use of IC information by financial analysts in company valuation. The EFFAS's Commission on Intellectual Capital (2008) aims to: (a) promote the measurement and disclosure of IC by companies, highlighting financial professionals' needs and expectations regarding the reported information; (b) promote standardisation of the disclosure format to keep additional costs to a minimum and facilitate inter-company benchmarking; and (c) foster the valuation of information on intangibles by financial analysts, boosting the required expansion of their valuation competences. While most of the prior initiatives in this regard had been driven by the accounting profession or the industry this is the first IC disclosure guideline to be developed by users of corporate reports -financial analysts. Thus, the primary objective of these principles is to enhance the usability of IC information provided by companies for company valuation.
Integrated reporting is the latest development in business reporting with links to intellectual capital reporting The IIRC issued the Prototype Framework in November 2012, followed by a Consultation Draft in April 2013. The final International Integrated Reporting Framework was issued in December 2013 after a period of consultation. The Integrated Reporting Framework establishes guiding principles for the preparation of an integrated report and recommends content elements that should form part of an integrated report. The framework describes that firm value creation should be understood within a broader context formed by the organisational overview and external environment, governance, opportunities and risks, strategy and resource allocation, business model, performance, and future outlook. IC, including human and relational capital, is considered fundamental drivers of value in this framework. IC is framed as comprising inputs to the business model, and it is used, transformed and enhanced by the business activities of the organisation (IIRC, 2012).
As of October 2013 more than 100 companies from various parts of the world were taking part in the IIRC's Pilot Programme Business Network and preparing integrated reports according to International Integrated Reporting Framework (IIRC, 2013b) . In addition, many more companies that have not formally subscribed to the Pilot Programme Business Network are publishing or in the process of publishing self-declared integrated reports. In 2010 fourteen per cent of the reports filed with the GRI were self-declared integrated reports, and this proportion is said to have grown year-on-year (Global Reporting Initiative [GRI], 2013). While integrated reporting remains largely voluntary worldwide, South African regulators took the unprecedented step of mandating the issuance of an integrated report for companies listed on the Johannesburg Stock Exchange.
IIRC is working towards aligning its framework with the International Accounting Standard Board (IASB) framework for corporate reporting. Recently, a Memorandum of Understanding was signed by the IASB Chairman and IIRC Chief Executive Officer that will enable the two organisations in improving cooperation on the IIRC's work to develop an integrated corporate reporting framework (International Financial Reporting Standards Foundation, 2013) .
IC Reporting in Small and Medium Enterprises (SMEs)
It has been highlighted that SMEs often fail to explain their value creating IC when making requests for funding, and as a result find it difficult to raise equity or borrow from banks (European Commission, 2006; Organization for Small & Medium Enterprises and Regional Innovation, 2007) . The report entitled 'Capital and Growth' issued by the Danish Trade and Industry Development Council highlighted that innovative projects and intangibles of knowledge intensive and innovative SMEs receive only little attention from investors partly due to difficulties in understanding their significance (Danish Trade and Industry Development Council, 1997) . IC reporting thus becomes particularly important for SMEs to secure funding.
One of the first guidelines on IC reporting to be published specifically focusing on SMEs is the Intellectual Capital Statement-Made in Germany issued by the German Federal Ministry of Economics and Labour in 2004. These guidelines were developed based on the experience gained by the Intellectual Capital Statement Project Group (AK-WB), which was especially established to develop prototype IC statements in 14 German SMEs. These guidelines propose an IC statement to be a tool for systematic development of strategy and for external communication with a view to secure funds for future investment (Alwert, Bornemann and Kivikas, 2004) .
Issues surrounding the reporting of IC in SMEs have also been addressed by the European Commission (EC (Leitner, 2004) . In order to achieve these principles the Act requires, inter alia, that all state owned universities in Austria to prepare an IC statement annually for external reporting and submit to the AFMEC from 2006. The IC statement is expected to serve as a basis for budgetary reimbursement and performance oriented budget allocation from the government (Schaffhauser-Linzatti, 2004 ). In addition, it is expected to serve as an external communication tool of universities' performance to the public as Austrian universities are financed by public funds. Austrian government took advantage of the experience they had gained from Austrian Research Centres who had been publishing IC reports for several years when stipulating the preparation of an IC report.
Another area of IC reporting that has received particular regulatory attention is IC reporting in regional clusters and network initiatives. The European Communities' Sixth Framework Programme initiated a project aimed at providing guidance on IC reporting for regional, knowledge-intensive clusters and network initiatives. This project entitled Regional Intellectual Capital Reporting-Application and Development of a Methodology for European Regions (RICARDA) developed a manual with a methodology to support cluster managers and policy makers prepare an IC report. The pilot application of this methodology was carried out within four clusters/networks in Germany, Austria, Sweden and Hungary.
Conclusion
Despite the efforts expended on enhancing value reporting in general and IC reporting in specific empirical evidence suggests that a significant number of companies worldwide, including most of the largest companies in the world, do not report IC sufficiently and adopt a proper reporting framework (Campbell & Rahman, 2009; Striukova, Unerman & Guthrie, 2008) . In comparison other types of voluntary reporting, such as environmental and sustainability reporting, continue to be undertaken by an increasing number of companies with most adopting the guidelines published by the GRI. None of the IC reporting models and guidelines has either been able to command the level of recognition that GRI has achieved or inspire corporate reporters the way GRI had done for sustainability reporting. This presents an interesting case study for future research.
At present, the numerous initiatives on IC reporting provide many interesting and challenging ideas, but arguably have little prospect of widespread adoption. Perhaps, the lack of agreement among academics and practitioners on most aspects of IC reporting including what to report (or what is IC) and how to report, as observed in this study, can be blamed for the current moribund status of IC reporting. Guthrie and Petty (2000) argue that the lack of a generally accepted framework is an impediment to IC reporting. More than 12 years after their study, we now see numerous guidelines and frameworks for reporting IC but still there is no common www.ccsenet.org/ijbm
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At the same time, being a recent development in business reporting, integrated reporting is gathering momentum. It has attracted a strong interest from business, professional accounting firms, accounting regulators and the investor community. Integrated reporting has benefitted much from the work that was carried out in the domain of IC reporting (sustainability reporting and governance being the others). However, now it seems to be foreshadowing the progress of IC reporting. Integrated reporting has occupied the domain of IC reporting, i.e. explaining the value creation story, but it is broader and comprehensive than IC reporting. Value creation extends beyond IC to natural, financial, manufactured and social capital, all of which have been captured in integrated reporting. In addition, the distinguishing feature of an integrated report is the connectivity it demonstrates among financial and non-financial information -connectivity that provides a holistic view of firm value creation. Hence, has IC reporting found its rightful place? If IC reporting is subsumed within integrated reporting, all the work that has been undertaken so far in developing the field of IC will not have gone waste. IC reporting will get a get a new life. The challenge would then be how to integrate IC with everything else!
